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Pacific Financial Associates, Inc.
Notes to Financial Statements
June 30, 2009

Note 1 - GENERAL AND SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

General

Pacific Financial Associates, Inc. (the “Company™) was organized in the state of California on
September 24, 1984. The Company is a registered broker/dealer under the Securities and Exchange Act
of 1934, is a member of the Financial Industry Regulatory Agency (FINRA) and the Securities
Investment Protection Corporation (“SIPC”). The Company need not file the supplemental report on the
SPIC annual general assessment reconciliation or exclusion from membership form for the year ended
June 30, 2009 as provided for in section 4(d)(1)(c) of the Securities Investor Protection Act of 1970 as
the SIPC assessment is a minimum assessment of $150.

The Company provides investment-banking services in raising capital or acquiring or divesting
operations to companies located in the United States of America.

Summary of Significant Accounting Policies

The presentation of financial statements in conformity with accounting principles generally accepted in
the United States of America requires management to make estimates and assumptions that affect the
reported amounts of assets and liabilities, the disclosure of contingent assets and liabilities at the date of
the financial statements, and the reported amounts of revenue and expenses during the reporting period.
Actual results could differ from those estimates.

For purposes relating to the statement of cash flows, the Company considers all highly liquid debt
instruments purchased with a maturity of three months or less to be cash equivalents. The Company
also includes money market fund accounts as cash equivalents.

Current income taxes are provided for estimated taxes payable or refundable based on tax returns filed.
Deferred income taxes are recognized for the estimated future tax effects attributable to temporary
differences in the basis of assets and liabilities for financial and tax reporting purposes. Measurement of
current and deferred tax assets and liabilities is based on provisions of enacted federal and state tax laws.

The Company accounts for its income taxes using the Financial Accounting Standards Board Statement
of Financial Accounting Standards N. 109, “Accounting for income taxes”, which requires the
establishment of a deferred tax asset or liability for the recognition of the future deductible or taxable
amounts and operating loss and tax credit carry forwards. Deferred tax expenses of benefits are
recognized as a result of the changes in the assets and liabilities is based on provisions of enacted federal
and state tax laws.

Property and equipment are carried at cost. Depreciation is calculated on the accelerated methods over
estimated economic lives of 5 to 7 years. Leasehold improvements are computed on a straight line
method over 31.5 years.



